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STRAWBRIDGE & CLOTHIER 


Annual Report 


To Our Stockholders: 

Your Directors present herewith this Annual Report of your Company’s 83rd year in business, 
covering its activities for the fiscal year ended January 31, 1951. The report sets forth the financial 
condition as of January 31, 1951, together with a summary of income, earnings retained for use 
in the business, and capital in addition to par value of shares. 


Sales and Earnings 

The year 1950 was one that will be remembered because of the sudden change in economic condi¬ 
tions caused by the Korean situation. The first five months of the year showed a slight downward 
trend in sales, but thereafter this trend was sharply reversed. As a result, the volume for the year 
was the highest in the Company’s history and the number of transactions was about the same as the 
previous year. Income before the adjustment of inventories to cost on the “Lifo” basis and before 
income taxes, was approximately $1,260,000 more than last year. However, the “Lifo” adjustment and 
the impact of the higher tax rates reduced our net earnings approximately $273,000 below last year. 
Whereas the “Lifo” adjustment last year increased income before taxes by about $409,000, this year 
the “Lifo” adjustment, due mainly to higher price indices, resulted in a decrease in income before 
taxes of approximately $520,000. The provision for taxes on income increased $604,000, as a result 
chiefly of higher rates for the federal normal tax and surtax. No provision was necessary in 1950 for 
the federal excess profits tax, since our credit under the Excess Profits Tax Act of 1950 was suffi¬ 
cient to exempt the Company from that tax. This favorable position should be helpful in the 
future. Net earnings after the aforementioned “Lifo” adjustment and provision for income taxes 
were $3,106,000 compared to $3,379,000 for 1949. 


A summary of the year’s operating results, compared with the results of the previous year, follows: 


Income before “Lifo” adjustment and taxes 
“Lifo” adjustment—increase (decrease*) 

Income before taxes . 

Taxes on income. 

Net earnings. 

Cash dividends on Preferred Stock . 

Cash dividends on Common Stock. 

5% Stock dividend on Common Stock. 

Earnings retained for use in the business . 


1950 

1949 

Increase 

Decrease* 

$6,419,115 

$5,159,380 

$1,259,735 

519,809 

408,774* 

928,583 

5,899,306 

5,568,154 

331,152 

2,793,000 

2,189,000 

604,000 

3,106,306 

3,379,154 

272,848* 

433,080 

438,298 

5,218* 

573,911 

573,911 

— 

28,358 shares — 

28,358 shares 

$1,525,404 

$2,366,945 

$841,541* 


Earnings per share of Common Stock, after giving effect to additional Common shares outstanding 
as a result of the stock dividend declared, were $4.44. On the basis of the same number of shares, 
1949 earnings per share were $4.88. 
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January 
31,1951 

January 

31,1950 

Increase 

Decrease* 

$24,375,443 

$20,673,777 

$3,701,666 

7,707,771 

5,516,171 

2,191,600 

3.16 to 1 

3.75 to 1 


$16,667,672 

$15,157,606 

$1,510,066 

2,513,558 

3,109,503 

595,945* 

8,629,200 

8,683,300 

54,100* 

21,842,339 

19,752,385 

2,089,954 

36.26 

32.80 

3.46 

of the year 

increased over 

the amount 


Financial Condition 

It is a pleasure again to report substantial improvement in the Company’s financial condition. 
This improvement is indicated by the following comparative statistics: 

Jam 
31,3 

Current Assets. $24,375,443 

Current Liabilities .. 

Ratio Current Assets to Current Liabilities. 

Working Capital. $16,667,672 

Long-term Indebtedness . 

Preferred Stock. 

Common Stock Equity. 21,842,339 

Book Value per Share of Common Stock on basis of 
presently outstanding shares. 

It should be noted that although working capital at the en< 
at the beginning of the year, our cash balance declined $695,000, whereas customers’ accounts receiv¬ 
able increased $2,167,000, and merchandise inventories increased $2,233,000. These comparisons show 
forcefully how the Company’s needs for funds grow in periods of rising volume and rising prices. 

Regular quarterly dividends were declared on the $5.00 Cumulative Preferred Stock. Cash divi¬ 
dends totaling $1.00 per share were paid on the Common Stock, and, in addition, a stock dividend of 
5% was declared on December 20, 1950, and issued on February 1, 1951. 

Improvements and Branch Store Expansion 

After prolonged negotiations, arrangements were completed for a new branch store and a long¬ 
term lease was signed for a large two story and basement building which is presently being erected 
on Governor Printz Blvd., Wilmington, Delaware. The idea of opening a store in Wilmington was not 
entirely new, for it had been considered many times in the past several years. Your Directors felt 
that the opportunity of opening a branch store in Wilmington on a long-term lease basis presented 
an unusual opportunity for expansion without a major capital expenditure necessitating new financing. 

Strawbridge & Clothier inaugurated the idea of branch store shopping convenience by the 
opening of stores in Ardmore during 1930 and in Jenkintown during 1931, and it is felt that the 
W ilmington unit will be an important and profitable adjunct to our present stores. The new store 
should be ready for occupancy some time during 1952. The investment necessary to fixture the store 
and supply the necessary working capital is estimated at approximately $1,500,000. The operations of 
the Wilmington store will be coordinated with those of the main store, as are the operations of the 
Ardmore and Jenkintown stores. It is expected that the amount of investment to complete the project 
can be financed out of present working capital. 

The addition to the Ardmore store was completed in the spring of 1950. Subsequent operations 
have proven the wisdom of this expansion. Improvements in all stores have been made during the 
year, entailing the expenditure of $755,000. This is in line with our policy of keeping the stores 
modern and up-to-date and the same policy will be continued. 

General 

Forecasting for the year ahead is almost impossible as we are confronted with many unpredictable 
conditions. The effects of the price-wage regulations cannot be accurately appraised at this time, nor 
can the effect of possible higher taxes on income. However, employment should be high, and if goods 
are available, sales dollar volume should increase and gross profit dollars should likewise increase. 
Whether such potential increases will be more than offset by rising costs and expenses is a difficult 
question to answer. Nevertheless, we face the future with confidence in the ability of our organiza¬ 
tion to meet conditions as they arise. 

In conclusion, I want to acknowledge with grateful commendation the contribution of all of our 
employees throughout the past year. Their loyal support and competent service has made possible 
another successful year for Strawbridge & Clothier. I want to thank our customers for their continued 
confidence and patronage and to acknowledge the splendid cooperation of our suppliers. 

For the Board of Directors 



April 7, 1951. 
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ERNST & ERNST 

PHILADELPHIA 


To the Stockholders of 
Strawbridge & Clothier 

We have examined the statement of financial condition of Strawbridge & 
Clothier as of January 31, 1951, and the related statements of income and 
expense, and stockholders’ investment for the year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. We 
made a similar examination and report for the year ended January 31, 1950. 

In our opinion, the accompanying statement of financial condition and 
related summary of income and statement of stockholders’ investment present 
fairly the financial position of Strawbridge & Clothier at January 31, 1951, 
and the results of its operations for the year then ended, in conformity with 
generally accepted accounting principles, applied on a basis consistent with 
that of the preceding year. 

Ernst & Ernst 
Certified Public Accountants 

April 2, 1951. 


To the Stockholders 


The financial statements contained in 

this report are correct to the best 

of my knowledge and belief. 

/fjfrSi 

uSMJUMi 


Treasurer 


Strawbridge & Clothier 

April 2, 1951. 
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Statement of Fi 


ASSETS 


January 
31,1951 


Current Assets 

Cash . 5 3,036,225.69 

Accounts receivable: 

Customers: 

Charge accounts. 9,410,537.48 

Installment accounts . 3,827,763.55 

Suppliers . 275,956.88 

$13,514,257.91 

Less allowance for loss. 425,000.00 

$13,089,257.91 

Merchandise inventories (Note A). 8,249,959.32 

TOTAL CURRENT ASSETS. $24,375,442.92 

Other Assets 

Mortgages receivable and accrued interest. -0- 

Miscellaneous accounts receivable and advances. 48 , 812.73 

Sundry investments—at cost. 169,991.00 

$ 218,803.73 

Less allowance for loss. 25,000.00 

$ 193,803.73 

Property, Fixtures, and Equipment —At cost 

Land . 5,832,303.92 

Buildings and equipment. 19,565,363.67 

$25,397,667.59 

Less allowance for depreciation. 8,948,868.96 

$16,448,798.63 

Deferred Charces 

Prepaid expenses. 147,427.99 

Supply inventories . 246,243.71 

$ 393,671.70 


TOTAL ASSETS 


$41,411,716.98 


STR AWBRIDG 


January 
31,1950 


$ 3,731,334.58 


7,463,002.56 

3,608,015.19 

254,473.71 

$11,325,491.46 

400,000.00 

$10,925,491.46 

6,016,950.73 

$20,673,776.77 


25,918.33 
140,899.75 
173,991.00 
$ 340,809.08 

50,000.00 
$ 290,809.08 

5,832,303.92 

18,889,304.37 

$24,721,608.29 

8,346,689.09 

$16,374,919.20 

130,838.32 
156,866.42 
$ 287,704.74 


$37,627,209.79 
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See accompanying “Not 










































ancial Condition 


; & CLOTHIER 

LIABILITIES AND STOCKHOLDERS’ INVESTMENT 


January 
31,1951 


Current Liabilities 

Term note installments maturing within one year (Note B) $ 595,945.84 

Accounts payable . 4,702,931.33 

Accrued accounts. 1,007,865.33 

Pay roll taxes and taxes withheld from employees. 199,293.97 

Federal, state, and local taxes—estimated, less U. S. Treasury Notes 
acquired for payment of federal income taxes ($2,000,000.00 at 

January 31, 1951, and at January 31, 1950). 993,534.68 

Deposits on U. S. Savings Bond subscriptions. 57,970.92 

Dividends payable. 150,228.75 

TOTAL CURRENT LIABILITIES. $ 7,707,770.82 


Term Note Payable to Banks (Note B) 

Due in quarterly installments to March 1, 1955. 3,109,503.33 

Less principal installments maturing within one year. 595,945.84 


$ 2,513,557.49 

Reserves 

For income taxes on installment sale gross profit (deferred for tax 


purposes)—estimated . 624,000.00 

For self insurance and contingencies. 94,850.00 

$ 718,850.00 

TOTAL LIABILITIES. $10,940,178.31 


Stockholders’ Investment 
Capital stock: 

$5.00 Cumulative Preferred Stock, par value $100.00 per share, 
redeemable at $105.00 per share—at January 31, 1951, author¬ 
ized 94,603 shares; outstanding 86,292 shares, after deducting 
1,810 shares in treasury (outstanding at January 31, 1950, 

86,833 shares)—Notes C and D . 

Common Stock, par value $5.00 per share—authorized 700,000 
shares; outstanding 602,269 shares (including 28,358 shares 
issued February 1, 1951, as a stock dividend declared Decem¬ 
ber 20, 1950), after deducting 3,661 shares in treasury 

Capital in addition to par value of shares. 

Earnings retained for use in the business. 

TOTAL CAPITAL . 


Long-Term Lease Commitments (Note E) 


8,629,200.00 


3,011,345.00 

1,220,998.42 

17,609,995.25 

$30,471,538.67 

$41,411,716.98 


s to Financial Statements ” 


January 
31,1950 


$ 636,873.13 

3,152,079.59 
869,792.32 
152,491.95 


498,557.98 
62,898.67 
143,477.75 
$ 5,516,171.39 


3,746,376.46 
636,873.13 
$ 3,109,503.33 

471,000.00 
94,850.00 
$ 565,850.00 

$ 9,191,524.72 


8,683,300.00 


2,869,555.00 

798,238.42 

16,084,591.65 

$28,435,685.07 

$37,627,209.79 
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Statement of Stockholders 9 Investment 


STRAWBRIDGE & CLOTHIER 


Year Ended 



January 

31,1951 

January 

31,1950 

Capital Stock 



Preferred Stock: 



Balance at beginning of year. 

Less shares acquired during year. 

$ 8,683,300.00 
54,100.00 

$ 8,938,200.00 
254,900.00 


$ 8,629,200.00 

$ 8,683,300.00 

Common Stock: 



Balance at beginning of year. 

Stock dividend. 

$ 2,869,555.00 
141,790.00 

$ 2,869,555.00 
-0- 


$ 3,011,345.00 

$ 2,869,555.00 

Capital in Addition to Par Value of Shares 



Balance at beginning of year. 

Excess of amount charged against Earnings Retained for Use in 
the Business over the par value of Common Stock to be issued 
as stock dividend. 

$ 798,238.42 

425,370.00 

$ 804,429.38 

-0- 

Deduct premium paid in acquisition of $5.00 Cumulative Preferred 
Stock for Treasury. 

$ 1,223,608.42 

2,610.00 

$ 804,429.38 

6,190.96 


$ 1,220,998.42 

$ 798,238.42 

Earnings Retained for Use in the Business 



Balance at beginning of year. 

Add net earnings for the year. 

$16,084,591.65 

3,106,305.60 

$13,717,645.91 

3,379,154.24 

Deduct: 

Cash dividend on Preferred Stock ($5.00 per share). 

Cash dividend on Common Stock ($1.00 per share). 

Stock dividend declared December 20, 1950 (one share of 
Common Stock for each twenty shares outstanding) : 
Payable February 1, 1951—28,358 shares of stock on the 
basis of $20.00 per share and $6,751.00 cash in lieu of 
fractional shares . 

$19,190,897.25 

433,080.00 

573,911.00 

573,911.00 

$17,096,800.15 

438,297.50 

573,911.00 

-0- 


$ 1,580,902.00 

$ 1,012,208.50 

Earnings Retained for Use in the Business 

$17,609,995.25 

$16,084,591.65 

Total Stockholders’ Investment . 

$30,471,538.67 

$28,435,685.07 


See accompanying “Notes to Financial Statements" 
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Summary of Income 
STRAWBRIDGE & CLOTHIER 


Year Ended 


January 

January 

31,1951 

31,1950 


Income before inventory adjustment to “Lifo” basis and before deduct¬ 
ing interest, depreciation, and provision for income taxes. 

$ 7,124,203.21 

$ 5,848,181.18 

Deduct: 

Inventory adjustment to “Lifo” basis (credit*). 

Interest . 

Depreciation . 

519,809.00 

101,954.59 

603,134.02 

408,774.00* 

135,641.32 

553,159.62 


$ 1,224,897.61 

$ 280,026.94 

Income Before Taxes on Income. 

$ 5,899,305.60 

$ 5,568,154.24 

Taxes on income: 

Provision for the year—estimated: 

Federal income tax and surtax. 

State income tax. 

Income taxes on installment sale gross profit (deferred for 

tax purposes) . 

Reduction of income tax provision on income of prior years 
(credit*) . 

2,405,000.00 

235,000.00 

153,000.00 

-0- 

2,030,000.00 

215,000.00 

73,000.00 

129,000.00* 


% 2,793,000.00 

$ 2,189,000.00 

Net Earnings . 

$ 3,106,305.60 

$ 3,379,154.24 


See accompanying “Notes to Financial Statements 99 


9 




























Notes to Financial Statements 


STRAWBRIDGE & CLOTHIER 


Note A—Inventories of merchandise on hand and in transit are priced at cost on the last-in, first-out 
basis, determined under principles and by the use of published indices of price changes approved 
by the Commissioner of Internal Revenue with respect to department stores generally. Such 
basis of pricing resulted in aggregate amounts for inventories at January 31, 1951, and January 31, 
1950, approximately $2,086,000 and $1,566,000, respectively, less than the amounts which would 
have been determined under the retail inventory method applied without regard to last-in, first- 
out principles. 

Note B—The term note payable to banks is due in fixed quarterly installments of $100,000 each. In 
addition to such periodic installments, the Company is required to pay on June 1st of each year 
an additional amount based on the net profit of the preceding fiscal year, as follows: 


On first $ 400,000 of net profit . None 

On next 1,600,000 of net profit. 5% 

On next 1,000,000 of net profit . 10% 

On any balance of net profit. 15% 


Any balance of the note remaining unpaid on March 1, 1955, matures on that date. 

The loan agreement further provides that while the note remains unpaid the Company will main¬ 
tain minimum working capital of $5,000,000, except that such minimum requirement will be 
reduced $250,000 for each $500,000 paid by the Company in reduction of the principal of the 
note, but at no time shall the minimum be less than $3,500,000. Except as may be required to 
meet the sinking fund provisions of the $5.00 Cumulative Preferred Stock, the Company may 
not without approval of the banks retire or redeem any of its capital stock, if after giving effect 
to such redemption or retirement, the net working capital is reduced below $7,500,000. 

Note C—Sinking fund provisions of the $5.00 Cumulative Preferred Stock require that on April 1st 
of each year the Company shall redeem shares of such class of stock in an amount of par value 
equal to two per cent of the greatest amount at any time outstanding after February 1, 1948, and 
prior to the date of such redemption. In compliance with such provisions 1,799 shares of the 
$5.00 Cumulative Preferred Stock were retired on April 1, 1950. 

Note D—Dividends on the $5.00 Cumulative Preferred Stock have been paid to January 2, 1951, a divi¬ 
dend date. 

Note E—At January 31, 1951, the Company was lessee under three leases on store properties, and 
under one lease on a store under construction, with expiration terms under renewable options 
of not less than twenty-five years from the above date in each case. The annual rentals under 
these leases are conditional upon sales. The aggregate minimum rentals under the three leases are 
$190,000 per annum; the minimum under the lease covering the store under construction is 
not presently determinable. 
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